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SECTION 1: MARKET SUMMARY

Various cultura, economic and geographica factors make the idand of Bermuda one of the most unique and
chdlenging food retail markets in the world.

Bermudais an overseasterritory of the United Kingdom located five hundred and eighty-six miles off the coast of Cape
Hatteras, North Carolina. The idand is gpproximately 50 square kilometers in size (about 1/3 times the size of
Washington D.C.) and has a population of 62,997 (July 2000 est.). With a per capita GDP of $31,500 (1999 e<t.),
Bermuda has the third wedthiest population in the western hemisphere. Unemployment is 0% miaking even minimum

wages high.

One reason for the high GDP is that Bermuda has successtully exploited the internationa financid services sector.
Internationa business, congtitutes over 60 percent of Bermuda s economic output. Both offshore banking and
insurance companies are offered attractive business incentives. The world headquarters for many high profile
companies are located on theidand. Tourism isimportant to the economy, accounting for an estimated 24 percent
(1997/98e) of GDP. Bermuda has luxury tourist facilities to accommodate its 360,000 annud visitors.

Despite the higtorical ties to the United Kingdom, Bermuda has developed its own way of doing business.
Businessmen wear a business suit with shorts, knee high socks and dress shoes. The United States maintains a
dominant presence in the market as Bermuda s primary trading partner. Roughly 85-90 percent of Bermuda s food
and beverage imports are from the United States. U.S. imports are shipped either out of Newark, New Jersey or
Jacksonville, Horida

Being the closest maor power, the United States has the advantage of the media“ spillover” into theidand. Televisons
in Bermuda pick up over sixty American channds via satellite which are seen in virtudly every resdence and hoted
room, which bring in American trends to the idand. Despite the dominance of U.S. food products, not dl U.S. food
trends arefirst in Bermuda. However, organic or "hedthy" foods which are popular in the United States are just dowly
catching onin Bermuda. Prepared foods and ready-to-eat/ready-to-cook medls are becoming popular, but only sell
well during lunch timein the populated areas on theidand. Bermudans high GDP per capitais reflected in their
purchasing of name brand products. The 60,000 inhabitants purchased $230 million of retail food products in 1998.
Locds are very brand loya and thus, difficult to sway.

Another unique factor of the market is its sheer lack of space and resulting high cost of the space available. Asaresult,
only the products with the most demand are awarded the prime shelf space. The scarce shelf space leaves even less
chance for new products. For many stores, if anew product is brought in, another is bumped out. The only agricultura
production on the idand is bananas, vegetables, citrus, flowers and dairy products.
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Advantages

Challenges

U.S. exports dominate the food retail industry with 85-
90 percent of the market share.

It is hard to find a brand name product to export to
Bermuda that has not aready entered the market.

Didribution systems, tariff and duty regulations
compliment U.S. systems, making exporting easy.

Tariffs on severd items can reach up to 22 percent due
to the government protecting local businesses. Milk and
coffee are 15 percent and spirits are $23/liter.
Ornamenta plants are 33.5%, non-cane or beet sugars
and confectionary are 22.25%, cereals are 10%,
crustaceans and molluscs are 10% and minerd waters
are 35%.

Bermudans are very loyd to name brands.

Lesser known or new products will find it difficult to
compete with established, well known brands.

The influence of United States media places a sgnificant
role in introducing new products into the Bermudan
market.

Limited space in supermarkets alows shelf space for
high demand products only.

Wholesders control 90 percent of imports for the retall
industry.

Sdling directly to the retail sector is difficult because of

the established digtribution network. Limited and costly

storage space and the time needed for shipping restricts
retallers from purchasing direct.

SECTION Il: ROAD MAP FOR MARKET ENTRY

A. SUPERMARKETS

Entry Strateqy

Loca wholesders are the gatekeepers of 90 percent of the food retail sdles. With the closest manufacturer 600 miles
away, Bermudalocal wholesders play acritica role when items are needed promptly. Penetrating the market is difficult
to do in Bermuda because of the high degree of brand loydty. The best way for a U.S. manufacturer to enter the
market with successisto first search the market for potential niches, develop an excellent marketing plan and then begin
exporting viaalocd digributor. Researching the market structure and competition is key in assessing current market
conditions and making sound decisons. If possible, travel to Bermudato get a first-hand experience of the market.
Sample the public’ s opinion and offer qudity goods at areasonable price. Findly, provide the product with agreat

ded of marketing support and tlevison air time.

If anew brand is being introduced into the idand and isa subsidiary of an aready established company name, the
chances for success are favorable. However, if anew company tries to penetrate the market and compete against an
established one, the chances of success are heavily weighed against that company. In an atempt to convert customers
from one brand name to ancther, it is suggested that companies follow the steps listed above.
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Market Structure

The mgority of large supermarket chains purchase their goods from
local wholesalers because of the convenience and rdiability of the
items being supplied. However, some supermarkets have significant
purchasng power and occasondly ded directly with their
manufecturers. “The Marketplace’ the largest supermarket chain,
purchases the mgority of their productsdirectly. They aso produce
their own private labd.

Company Profiles

.. U.5. Exparter

Local
Whoalesaler

Soaper i aels
o ldeas Aol ocere
155 Wars

Name of Retaller Ownership Food Sales, Number of Locations Type of
and type of retall (Loca or CY98 Outlets (Parishes) Purchasing
outlet Foreign) Agent(s)
The Locd N/A 8 Hamilton, Paget, Wholesder,
Marketplace Somerse, Direct
Supermarket Southampton
Lindo's Market, Locd N/A 2 Devonshire, Wholesaler,
Supermarket Warwick Direct
Lindo’'s Family Loca N/A 1 Warwick Wholesder
Foods,
Supermarket
Arnold’s, Locd N/A 3 Sandys, Wholesder
I ndependent Pembroke
Grocer
The Supermart, Loca N/A 2 Pembroke, Wholesder
Supermarket S. George's
Manud Soars & Loca N/A 1 Pembroke Wholesder
Sons,
I ndependent
Grocers
UNCLASSFIED Foreign Agricultural ServicelUSDA
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White & Sons Locd N/A 1 Warwick Wholesder
Ltd.,
Supermarket
Harrington Loca N/A 1 Smith Wholesder
Hundreds,
I ndependent
Grocer
Miles Market, Locd N/A 1 Pembroke Direct,
Specialty Wholesder
Market
TOTAL RETAIL SALESFOR 1997-1998: .....coo oo $229,800,000

(includes food, beverage & tobacco products)

MARKET SHARE

Supermarkets 80%

I ndependent Grocers, Gas Station Convenience stores 20%

Theidand is divided into nine parishes and two municipdities*; Devonshire, Hamilton, Hamilton*, Paget, Pembroke,
Saint George*, Saint George's, Sandys, Smiths, Southampton, and Warwick. The largest cities, Hamilton and Saint
George are located respectively in Hamilton Parish and St. George's Parish. Because of the relatively small size of the
idand, the population is evenly digtributed throughout the idand, with the most traffic in the municipdities.

Supermarkets as wel as indegpendent grocers and gasoline marts can be found in virtualy every parish and municipdlity.
They are wdll spread out across the idand. The average supermarket size is between 20,000- 30,000 square feet.
Villages and towns are usudly supported by smdler loca food stores. However, alarge supermarket is but a short
distance away for everyone. It isinteresting to note that no internationa supermarket chains have entered the market.

Bermudan tastes have gradually matured over the years, moving from canned foods to specialty items produced by
specific brand names. Current American trends such as a movement towards “ hedlthy” organic foods, home-med
replacement and prepared foods are dowly making an impact on the tastes and lifestyle preferences of Bermudans.
More and more women are working alowing them less time and energy to prepare a med from scratch.. Bermudans
can afford to trade higher prices for convenience. The mgor interna drivers pushing the success of U.S. goods are the
availability, abundance and qudity of the products imported.

B. GASMARTS

Entry Strategy

Gas marts purchase 95-98 percent of their goods from local wholesders. If a specidty itemis not carried by alocal
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company, they will try to buy it directly from the manufacturer. The best method of targeting gas martsis viaalocd
wholesder.

Company Profiles

Name of Retaller Ownership Food Sales, Number of Locations Type of
and type of retall (Loca or CY98 Outlets (Parishes) Purchasing
outlet Foreign) Agent(s)
Esso, u.sS N/A 10 every Parish Wholesder
(Gas Mart)

Convenience is the mgor driver behind the success and growth of gas martsin Bermuda.  Traffic isincreasing and
more families have two breadwinners. While on the road, more and more Bermudans are finding that stopping for gas
and purchasing something to eat or drink is the best and easiest way to satisfy their needs. Consumers are trading off
lower prices for convenience without hurting their finances. Gas marts should definitely be an area of interest for U.S.
manufacturers because of the recent rapid growth and future potential.

Gas marts are well spread out around theidand. Located mostly on main roads and urban areas, they choose their
location where traffic is the heaviest. Thislocation in turn provides them with access to alarge number of drivers,
public vighility and presence in the community.

C. Traditional Markets- “Mom and Pop” Independent Grocery Stores

Entry Strategy

Independent grocers find it difficult to purchase items directly from manufacturers because of the lack of purchasing
power, purchasing instead through loca wholesders. Small independent grocery stores tend to carry only the most
demanded brand name products. They often try to carry speciaty itemsthat are not found in larger grocery stores. To
differentiate themsaves from their larger competitors with limited space, the grocer has to be very strategic with regards
to what products he/she will carry.

Sub-Sector Profile

About one traditiond independent grocery store outlet is located in each rurd area around the idand to support the
local neighborhood needs. On average the stores are usudly 6,000-8000 square feet in Size and are very clean, well
organized and modern. The traditiona customers are upper-middle classregional mothers. Independent stores
account for roughly 15-20 percent of the retail food salesin Bermuda.

SECTION I11: COMPETITION

With 85-90 percent market share, U.S. manufacturers have very little competition from local producers or producers
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from other countries. The only reason a U.S. manufacturer may find it difficult to export a product into Bermudais if
there dready is an established competing American product in the market. For the most part, al the mgor brands are
dready in the market. Bermudan supermarkets|ook very smilar if not identical to U.S. markets. The only items thet
were consigtently mentioned from other countries was flour from Canada, and lamb from New Zedand (athough
American lamb has made progress in the market).

SECTION IV: BEST PRODUCT PROSPECTS

Because of the high GDP per capita, the best sdlling itemsin the food retail indusiry are well known brand name,
gpecidty and convenience items. Home med replacements have become a growing trend in the market because of the
faster-paced Bermudan lifestyles. Lunch is especially the best time for serving ready-made foods. However, dinner
medl replacements are not very popular because purchasing amed after work (usualy 5:00 PM) istoo early to edt.

Also because of higher incomes, tastes on the idand have matured and people are now demanding more
expengve/exquiste foods. They do not mind paying top dollar for theseitems. Cdiforniawines are doing very well in
Bermuda and have experienced tremendous growth over the last 10 years. There has aso been a movement towards
opening sdlad bars in supermarkets. Organic “hedthy” foods are starting to catch on because of the media exposure
from the United States. Private label has not done well because of customer loyalty to mgjor brands.

SECTION VI: POST CONTACTS

FOR MORE INFORMATION AND AN IMPORTER LIST, PLEASE CONTACT:

Caribbean Basin Agricultural Trade Office
Foreign Agricultural Service

United States Department of Agriculture
909 SE 1t Avenue, Suite 720

Miami, FL 33131

Phone:  (305) 536-5300

Fax:  (305) 536-7577

Emal: chato@eattglobal.net

http://Aww.cbato.fas.usda.gov
Margie Bauer Director

Emal: mbaue02@attglobal .net
Jennifer Rousseau Deputy Director

Emal: rousesu@eattglobal .net
Gracida Judle Adminigraive Assigant

Emal: gjuele@attolobd.net

For information on countries around theworld vist:
Foreign Agriculturd Service web-ste
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http://www.fas.usda.gov
Centrd Intelligence Agency’ s World Factbook
http:/Aww.odci .gov/cia/publications/factbook/

Country Commercid Guide:
www.state.gov/www/about_state/business'com_guides’2001/whalindex.html

Carribean Tourism Organization
hittp:/Aww.caribtourism.com/

American Consulate General
"Crown Hill"

16 Middle Road

Devonshire DVO3

Phone (441) 295-1342

Fax: (441) 295-1592

Jennifer Schools Consular Officer
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